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This quarterly report contains forward-
looking statements that involve risk and
uncertainties. These statements can be
identified by the use of forward-looking
terminology such as "may," "will," "expect,”
"anticipate,” "estimate," "plans," "continue," or
the negative thereof or other variations
thereon or comparable terminology referring
to future events or results. The Company's
actual results could differ materially from
those anticipated in these forward-looking
statements as a result of numerous factors.
These factors include without limitation the
timing of acquisitions and expansion
opportunities, technological change that may
impact the Company's capital expenditures
and results of operations, and competitive
factors that may alter the timing and amount
of the Company's capital expenditures and
results of operations. Any of these factors
could cause actual results to vary materially
from current results or the Company's
currently anticipated future results. The
Company wishes to caution readers not to
place undue reliance on such forward-
looking statements that speak only as of the
date made. Additional information
concerning factors that cause actual results
to materially differ from those in such
forward-looking statements is contained in
the Company's filings with Canadian and
United States securities regulatory
authorities.
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FIRST QUARTER REPORT 2003

MANAGEMENT'S DISCUSSION & ANALYSIS

The following is Management's Discussion and Analysis of the financial condition of Leitch Technology
Corporation {"Leitch” or the "Company") and our financial performance for the first quarter ended July 31,
2002 and 2001. All amounts are in thousands of Canadian dollars unless otherwise stated.

OVERVIEW

During the first quarter of fiscal 2003, capital spending by the Company's core professional television customers
continued to remain soft. Significant highlights for the quarter included:

»

.

Announcing sales of AgileVision™ AGV-1000 to South Dakota Public Broadcasting and Lehigh Valley PBS/WLVT-TV.
Shipping version 8.0 of the dpsVelocity™ duakstream non-inear editing and web streaming system, releasing an

upgrade to CCS Pilot™ network control and monitoring system, and announcing a number of enhancements to

NEQ™ infrastructure architecture.
Appoainting John Thorburn as Vice President, Operation

L4
Definitions
The Company focuses its analysis on 'Net Operating
Income" and Net earnings (loss). Net Operating Income
and Net loss are reconciled in the table below. Net
Operating Income is calculated as earnings from
continuing operations before amortization and equity
interests less income taxes (excluding income taxes -
partly owned businesses). Net Operating Income for the
quarters ended July 31, 2002 and 2001 was $0.2 million and
$0.1 million respectively. Net Operating Income was $0.2
million during the previous quarter ended April 30, 2002.
Net Operating Income is not a measure of performance
under Canadian or U.S. GAAP. Net Operating Income
should not be considered in isolation or as a substitute for
Net loss prepared in accordance with Canadian or U.S.
GAAP or as a measure of operating performance or
profitability. Net Operating Income does not have a
standardized meaning prescribed by GAAP and is not
necessarily comparable to similar measures presented by
other companies. The Company uses Net Operating
Income to remove acquisition and investment related
charges as well as discontinued operations which the
Company views as outside its core operating results. The
following table reconciles Net loss to Net Operating
Income:

Three months ended,

S.

July 31, | April 30, | July 31,

{in_millions) 2002 2002 2001
Net loss under

Canadian GAAP S(1.ay| $(206)] $(3.4)
Amortization of acquired

technology 1.5 15 15
Equity interest in losses of

partly owned businesses 0.1 15.3 13
Income taxes — partly owned

businesses - 2.7 €.3)
Loss from discontinued

operations, net of tax benefit - - 1.0
Estimated loss on disposal of

discontinued operations,

net of tax benefit - 1.3 -
Net Operating Income $ 0.2 $02] S0l
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Revenue

Revenue for the quarter ended July 31, 2002, totaled $47.0
million, a decrease of $1.9 million or 4% over the $48.9
million earned during the first quarter of the preceding
fiscal year and a decrease of $3.8 million or 7%, compared
to revenue of $50.8 million during the previous quarter
ended April 30, 2002. The Company continues to see
softness in capital spending in the professional video
market.

Product Revenue

The Company generated approximately 74% of its
revenues from Video Processing and Distribution
("VP&D"), 18% from Video Servers ("Servers") and 8% from
Post Production ("Post") during the first quarter of fiscal
2003.

Revenue from VP&D decreased from $36.6 million
during the three months ending July 31, 2001, to $34.6
million during the three months ending July 31, 2002, a
decrease of 5%. Revenue from VP&D decreased $3.0
million or 8% compared to the $37.6 million earned in the
fourth quarter of fiscal 2002.

Revenue from Servers increased from $7.2 million
during the three months ending July 31, 2001, to $8.6
million during the three months ending July 31, 2002, an
increase of 19%. Revenue from Servers increased $0.5
million or 6% compared to the $8.1 million earned in the
fourth quarter of fiscal 2002.

Revenue from Post decreased from $5.1 million during
the three months ending July 31, 2001, to $3.8 million
during the three months ending July 31, 2002, a decrease
of 26%. Revenue from Post decreased $1.3 million or 25%
compared to the $5.1 million earned in the fourth quarter
of fiscal 2002.

The decrease in comparable quarter-over-quarter
revenue for Post is attributable to a transition in the
product line, as a number of upgraded products were
introduced during the last two quarters which will begin
shipping over the next three quarters.

Geographic Revenue
The Company generated approximately 55% of its
revenues in the United States, 18% in Europe, 16% in Non-
U.S. Americas and 11% in Pacific Rim during the first
quarter of fiscal 2003.

LEITCH TECHNOLOGY CORPGRATION



FIRST QUARTER REPORT 2003

The United States had a revenue increase of 9% from
$23.9 million in the first quarter of fiscal 2002 to $26.0
million in the first quarter of fiscal 2003. Revenue in the
United States increased $1.9 million or 8% compared to
the $24.1 million earned in the fourth quarter of fiscal
2002.

Europe had a revenue decrease of 17% from $10.2
million in the first quarter of fiscal 2002 to $8.5 million in
the first quarter of fiscal 2003. Revenue in Europe
decreased $2.5 million or 23% compared to the $11.0
million earned in the fourth quarter of fiscal 2002.

Revenue from the Non-U.S. Americas decreased from
$9.2 million in the first quarter of fiscal 2002 to $7.5
million in the first quarter of fiscal 2003, a decrease of
18%. Revenue in Non-U.S. Americas decreased $1.1
million or 13% compared to the $8.6 million earned in the
fourth quarter of fiscal 2002.

Revenue in the Pacific Rim decreased from $5.6 million
in the first quarter of fiscal 2002 to $4.9 million in the first
quarter of fiscal 2003, a decrease of 13%. Revenue in the
Pacific Rim decreased $2.3 million or 32% compared to
the $7.2 million earned in the fourth quarter of fiscal 2002.

The Company experienced strong quarter-over-quarter
revenue growth in the United States. Consistent with the
general trend of fiscal 2002, capital equipment spending
by European television customers continued to be soft in
the first quarter of fiscal 2003. Revenue in the Non-U.S.
Americas and Pacific Rim fluctuates significantly from
quarter-to-quarter.

Gross Margin

Gross margin as a percentage of revenue was 53% in the
first quarter of fiscal 2003 compared to 52% in the first
quarter of fiscal 2002 and 54% in the previous quarter.
Gross margin has been consistent over the past five
quarters.

Research and Development

Investment in research and development ("R&D") in the
first quarter of fiscal 2003 was $8.9 million or 19% of
revenue, down from $9.4 million or 19% in the first quarter
of fiscal 2002, and down from $9.8 million or 19% of
revenue in the previous quarter.

Selling and Administrative Expenses

Selling and administrative expenses decreased by 1% in
the first quarter of fiscal 2003 to $16.5 million from $16.7
million in the first quarter of fiscal 2002. Selling and
administrative costs decreased by $1.7 million or 9% from
$18.2 million in the previous quarter. As a percentage of
sales, selling and administrative expenses were 35% of
sales in the first quarter of fiscal 2003, compared to 34% of
sales in the first quarter of fiscal 2002. The decrease in
quarter-over-quarter selling and administrative expenses
was primarily due to the Company's attendance at the
annual National Association of Broadcasters ("NAB")
tradeshow in the fourth quarter of fiscal 2002.

Net Operating Income

As a result of the factors discussed above, Net Operating
Income (defined above) for the quarter ended July 31,
2002, was $0.2 million or $0.01 per share compared to $0.1
million or $nil per share for the quarter ended July 31,
2001, and $0.2 million or $0.01 per share in the previous

02

quarter. Quarter-over-quarter Net Operating Income
remained flat in the first quarter of fiscal 2003 despite
lower revenue levels.

Loss from Continuing Operations

Loss from continuing operations in the first quarter of
fiscal 2003 was ($1.4 million) or ($0.05) per share
compared to ($2.4 million) or ($0.08) per share in the first
quarter of fiscal 2002 and ($19.3 million) or ($0.65) per
share in the previous quarter. The loss from continuing
operations in the fourth quarter of fiscal 2002 included a
significant write down of the Company's investment in
Path 1.

Net Loss

Net loss in the first quarter of fiscal 2003 was ($1.4
million) or ($0.05) per share compared to ($3.4 million) or
($0.11) per share in the first quarter of fiscal 2002 and net
loss of ($20.6 million) or ($0.69) per share in the previous
quarter.

The consolidated financial statements of the Company
have been prepared in accordance with Canadian
generally accepted accounting principles ("Canadian
GAAP"). A reconciliation to accounting principles
generally accepted in the United States ("U.S. GAAP") has
been provided in note 4 to the quarterly consolidated
financial statements. Net loss in the first quarter of fiscal
2003 was ($1.3 million) or ($0.04) per share under U.S.
GAAP compared to ($2.0 million) or ($0.07) per share in
the first quarter of fiscal 2002.

Cash Position

At July 31, 2002, the Company's cash and cash equivalents
position was $10.8 million compared to $7.9 million at the
end of the last fiscal year. The increase in cash and cash
equivalents resulted from sales of vacant real estate
assets and cash generated from operations.

It is anticipated that working capital of $98.1 million,
combined with available operating lines of approximately
$30.0 million, is sufficient to meet the Company's daily
cash requirements throughout fiscal 2003, although the
Company may go to the capital markets in fiscal 2003 to
fund acquisitions.

Outlook

The company's outlook has not changed from that
outlined in the fiscal 2002 Annual Report. The Company
continues to be well positioned to ride out the protracted
down turn in capital equipment spending in the
professional video market while continuing to innovate
and introduce new products. The Company is focused on
maintaining positive cash flow, profitable growth, and
strengthening its market position with new products,
customer service and asset management. The Company
strategy is to achieve these objectives by focusing on its
core market and customer relationships.

Ak ot
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ﬁeginald J. Tiessen
Chief Financial Officer

Margaret A. Cfa‘f(g
President & Chief Executive Officer
August 27, 2002
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CONSOLIDATED BALANCE SHEETS

{In thousands of Canadian dollars - Unaudited)

July 31, 2002 April 30, 2002
Assets
Current assets:
Cash and cash equivalents $ 10,813 S 7,942
Accounts receivable 45,019 49,403
Inventory 64,907 65,052
Future income taxes 3,075 4,937
Income taxes recoverable 3,090 2,989
Prepaid expenses and other assets 7,991 7,225
134,895 137,548
Capital assets 56,519 60,675
Future income taxes 21,329 19,176
Investments in partly owned businesses 1,727 1,777
Acquired technolcgy 13,750 15,258
Goodwill 73,824 73,824
$ 302,044 $ 308,258
Liabilities and Shareholders' Equity
Current liabilities:
Accounts payable and accrued liabilities $ 34,386 $ 38162
Future income taxes 2,437 2,437
36,823 40,599
Future income taxes 5,632 6,659
Shareholders’ equity:
Capital stock 214,066 214,066
Cumulative translation adjustment 6,136 6,162
Retained earnings 39,387 40,772
259,589 261,000
Commitments and contingencies
$ 302,044 $ 308,258

The accompanying notes form an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENTS OF EARNINGS

(In thousands of Canadian dollars, except share and per share amounts - Unaudited)

Three months ended July 31, 2002 2001
Revenue $ 46,953 48,932
Cost of goods scld 22,159 23,559
Gross margin 24,794 25,373
Expenses {income):
Selling and administrative expenses 16,501 16,726
Gross research and development 8,938 9,398
Investment tax credits (884) (778)
Interest income, net (12) (145}
24,543 25,201
Earnings from continuing operations before amortization,
equity interest and income taxes 251 172
Amortization of acquired technology 1,508 1,435
Equity interest in losses of partly owned businesses 50 1,321
Loss from continuing operations before income taxes {1,307) (2,584)
Income taxes 78 105
Income taxes — partly owned businesses — (278)
78 (173
Loss from continuing operations {1,385) 2,411)
Loss from discontinued operations, net of tax benefit — (991)
Net loss $  (1,385) (3,402)
Loss per share from continuing operations:
Basic $ {0.05) (0.08)
Diluted (0.05) {0.08)
Loss per share:
Basic S {0.05}) (0.11)
Diluted {0.05}) (0.11)
Weighted average number of shares outstanding (thousands):
Basic 29,782 29,782
Diluted 29,787 29,782
CONSOLIDATED STATEMENTS OF RETAINED EARNINGS
{In thousands of Canadian dollars — Unaudited)
Three months ended July 31, 2002 2001
Retained earnings, beginning of period $ 40,772 85,444
Net loss {1,385} (3,402)
Retained earnings, end of period $ 39,387 82,042

The accompanying notes form an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

{in thousands of Canadian dollars, except per share amounts - Unaudited)

Three months ended July 31, 2002 2001
Cash flows provided by (used in):
Operating activities:
Loss from continuing operations S {1,385) (2,411)
ftems not involving cash:
Depreciation 3,083 2,702
Future income taxes (1,318) (1,919)
Amortization of acquired technology 1,508 1,435
Equity interest in losses of partly owned businesses 50 1,321
Loss on disposal of capital assets 144 89
Net change in non-cash balances related to continuing operations 388 {4,156)
Cash flows provided by (used in} continuing operations 2,470 (2,939)
Cash fiows used in discontinued operations {502) (774)
Cash flows provided by (used in) operating activities 1,968 (3,713)
Financing activities:
Cash flows provided by financing activities — -—
Investing activities:
Investment in capital assets (2,317) (7,309
Proceeds from disposal of capital assets 2,850 166
Cash flows provided by (used in} investing activities 533 (7,143)
Change in cash balances due to foreign exchange 370 228
Increase (decrease) in cash and cash equivalents 2,871 (10,628)
Cash and cash equivalents, beginning of period 7,942 13,986
Cash and cash equivalents, end of period S 10,813 3,358
Supplementary cash flow information:
Income taxes paid S 336 2,165
Interest paid 74 37

The accompanying notes form an integral part of these consolidated financial statements.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
{In thousands of Canadian dollars, except per share amounts - Unaudited)

1 SIGNIFICANT ACCOUNTING POLICIES

These condensed consolidated financial statements have been prepared in accordance with The Canadian Institute
of Chartered Accountants ("CICA") Standards for interim financial statements. These condensed consolidated
financial statements follow the same accounting policies and methods of their application as the most recent annual
financial statements except as disclosed herein, however, they do not include all of the disclosure requirements for
annual financial statements. For a full description of accounting policies, refer to Leitch Technology Corporation's
("Leitch” or the "Company") 2002 Annual Report.

2 STOCK-BASED COMPENSATION

The Company has established a stock option plan to encourage ownership in the Company's shares by directors,
officers and employees of the Company and its subsidiaries. Options are granted with an exercise price equal to the
market price of the common shares of the Company at the date of granting, for a term of five years, vesting at five
percent per three-month period.

For a full description of the Company's stock-based compensation, reference should be made to Leitch's 2002
Annual Report.

The Company applies the intrinsic value based method of accounting for its fixed employee stock compensation
plan. Accordingly, no compensation expense has been recognized for the three months ended July 31, 2002 and 2001.
Canadian Institute of Chartered Accountants Handbook Section 3870, "Stock-based compensation and other stock-
based payments" provides that companies should also disclose, on a pro forma basis, net earnings and earnings per
share had the Company adopted the fair value method for accounting for stock options. Had compensation expense
been determined based on the fair value at the grant dates for stock options granted on or after May 1, 2001, the
Company's results would have been as follows:

Three months ended Three months ended
July 31, 2002 July 31, 2001
Net loss:
As reported $  (1,385) S (3,402
Pro forma $  11,810) S (3,442
Loss per share as reported
Basic $ {0.05) S (0.11)
Fully diluted S (0.05) $ (0.11)
Loss per share pro forma
Basic $ (0.06) $ 0.12)
Fully diluted $ {0.06) $ 0.12)

The Company had no stock option grants during the three months ended July 31, 2002. The fair value of each stock
option grant was determined on the date of grant. The weighted average fair value of a stock option with an exercise
price equal to the estimated market price of a common share on the date of grant for the three months ended July
31, 2001 was $6.82. The fair value of the stock options was determined using the Black Scholes option pricing model,
based on the following assumptions:

Three months ended Three months ended

July 31, 2002 July 31, 2001

Risk free interest rate — 5.32%
Expected life — 5 years
Expected volatility - 41.22%
Expected dividends — —

Because additional stock options are expected to be granted each year, the above pro forma disclosure is not
representative of pro forma effects on reported financial results for future periods.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(In thousands of Canadian dollars, except per share amounts - Unaudited)

3 SEGMENTED INFORMATION

For a full description of the Company's operating segments, reference should be made to Leitch's 2002 Annual

Report.

a) Industry Segments

Three months Video Processing Post Inter-segment
ended July 31, 2002 and Distribution | Servers| Production Other eliminations Total
Revenue:
External $34562 S 8,636 $ 3,755 — - | $ 46,953
Internal - — —_ 1,152 {1,152 —
34,562 8,636 3,755 1,152 (1,152) | S 46,953
Contribution margin 13,276 2,280 1,184 1,152 1,152 16,740
Selling and administrative 16,501
Interest income {12)
Earnings from continuing operations
before amortization, equity interest
and income taxes 251
Total assets $184,940 | $55,725| $51,140 | 510,239 — | $302,044
Capital asset expenditures 1,469 442 406 — — 2,317
Three months Video Processing Post : Inter-segment
ended July 31, 2001 and Distribution | Servers| Production Other | eliminations Total
Revenue:
External $ 36,621 S 7,181 $ 5,130 — — 1 $ 48,932
Internal — — — 706 (706) —
36,621 7,181 5130 706 (706) | S 48932
Contribution margin 13,442 1,870 1,441 706 (706) 16,753
Selling and administrative 16,726
Interest income (145)
Earnings from continuing operations
before amortization, equity
interests and income taxes 172
Total assets S201,780 71 551,574 543,319 $38,122 — | $334,795
Capital asset expenditures 5734 239 744 — — 6,717
b) Geographic Segments
Three months United Non-U.S.
ended July 31, 2002 States Europe Americas Pacific Rim Total
Revenue S 26,013 S 8528 S 7,514 S 4,898 $ 46,953
Identifiable assets 69,592 31,487 106,280 7,111 214,470
Goodwill and acquired technology 20,632 12,934 54,008 — 87,674
Three months United Non-U.S.
ended July 31, 2001 States Europe Americas Pacific Rim Total
Revenue S 23,857 S 10,246 S 9,223 S 5,606 S 48,932
Identifiable assets 67,972 31,534 139,493 3,337 242,336
Goodwill and acquired technclogy 19,777 12,934 59,748 — 92,459
07
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
{In thousands of Canadian dollars, except per share amounts - Unaudited)

4 RECONCILIATION TO U.S. GAAP

The following is a reconciliation of consolidated net loss as reported with U.S. GAAP:

I

Three months ended July 31, 2002 2001
Net loss in accordance
with Canadian GAAP $ {1,385) $ (3,402)
Acquisition differences,
net of income tax effect 205 205
Adjustment to equity investment,
net of income tax effect - 1,201
Adjustment to carrying value of foreign
currency option in accordance with
FAS 133, net of income tax effect (78) _
Net loss in accordance
with U.S. GAAP $ (1,258) S (1,996)
U.S. GAAP loss per share:
Basic $ (0.04) $ (0.07)
Diluted (0.04) (0.07)

5 COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform with the current year's presentation.

o8
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